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Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 ("Act"),! and Rule
19b-4 thereunder,? notice is hereby given that on August 13, 2007, the Philadelphia Stock
Exchange, Inc. ("Phlx™ or "Exchange") filed with the Securities and Exchange Commission
("Commission™) the proposed rule change as described in Items I, 11, and 111, below, which Items
have been prepared by the Phix. The Exchange filed the proposal as a "non-controversial™
proposed rule change pursuant to Section 19(b)(3)(A) of the Act,® and Rule 19b-4(f)(6)
thereunder,* which renders the proposal effective upon filing with the Commission. The
Commission is publishing this notice to solicit comments on the proposed rule change from

interested persons.

1. Self-Requlatory Organization's Statement of the Terms of Substance of the Proposed
Rule Change

The Phlx proposes to amend Commentary .02 of Rule 507, Application for Approval as
an SQT® or RSQT® and Assignment in Options, to increase the maximum number of participants

that may be assigned in a particular equity option at any one time.

! 15 U.S.C. 78s(b)(1).

2 17 CFR 240.19b-4.

3 15 U.S.C. 78s(b)(3)(A).
4 17 CFR 240.19b-4(f)(6).

An SQT is an Exchange Registered Options Trader (“ROT”) who has received
permission from the Exchange to generate and submit options quotations electronically
through AUTOM in eligible options to which such SQT is assigned. An SQT may only



The Exchange also proposes a technical amendment to Rule 507, Commentary .01, to re-
insert language concerning assignment in options by “root symbol” that was inadvertently
deleted in the original proposal relating to the Maximum Number of Quoters (“MNQ”) in Equity
Options, as described more fully below. The text of the proposed rule change is available at
www.phlx.com, at the Phlx, and at the Commission's Public Reference Room.

IR Self-Requlatory Organization's Statement of the Purpose of, and Statutory Basis for, the
Proposed Rule Change

In its filing with the Commission, the Phlx included statements concerning the
purpose of and basis for the proposed rule change and discussed any comments it received on the
proposed rule change. The text of these statements may be examined at the places specified in
Item IV below. The Phlx has prepared summaries, set forth in sections A, B, and C below, of the
most significant aspects of such statements.

A. Self-Requlatory Organization's Statement of the Purpose of, and Statutory Basis
for, the Proposed Rule Change

1. Purpose

The purpose of the proposed rule change is to permit additional participants to quote
electronically in equity options listed for trading on the Exchange by increasing the MNQ in
equity options trading on the Exchange.

In January 2007, as one part of a larger overall program established to mitigate electronic

option quote traffic on the Exchange, the Exchange adopted Commentary .02 to Rule 507,

submit such quotations while such SQT is physically present on the floor of the
Exchange. See Exchange Rule 1014(b)(ii)(A).

An RSQT is a ROT that is a member or member organization with no physical trading
floor presence who has received permission from the Exchange to generate and submit
option quotations electronically through AUTOM in eligible options to which such
RSQT has been assigned. An RSQT may only submit such quotations electronically
from off the floor of the Exchange. See Exchange Rule 1014(b)(ii)(B).


http:www.phlx.com

Maximum Number of Quoters in Equity Options.” This rule limits the number of participants
that may be assigned to a particular equity option at any one time based upon each option’s
monthly national volume.

Commentary .02 to Rule 507 currently sets forth tiered MNQ levels providing for 20
participants for the top 5% most actively traded options; 15 participants for next 10% most
actively traded options, and 10 market participants for all other options. The ranking is based
upon the preceding month’s national volumes.

The proposal would increase the MNQ levels by two (2) participants in each tier.
Specifically, the new MNQ levels would provide for increases from 20 to 22 participants per
option for the top 5% most actively traded options; from 15 to 17 participants per option for the
next 10% most actively traded options, and from 10 to12 participants per option for all other
options.

Currently, the Exchange’s Options Allocation, Evaluation and Securities Committee
(“OAESC™)® may increase the MNQ when exceptional circumstances warrant. Proposed
Commentary .04 to Rule 507 describes the events that may be considered “exceptional,”
including substantial trading volume (whether actual or expected), a major news event or
corporate event. The Exchange may reduce the MNQ following the cessation of the exceptional
circumstances, but the Exchange must follow the procedures for decreases to the MNQ outlined

in Commentary .03 of the rule. When relying on this provision, as in the instant proposal, the

! See Securities Exchange Act Release No. 55114 (January 17, 2007), 72 FR 3185
(January 24, 2007) (SR-Phix-2006-81).

The OAESC has jurisdiction over, among other things: the appointment of specialists on
the options and foreign currency options trading floors; allocation, retention and transfer
of privileges to deal in options on the trading floors; and administration of the 500 series
of Phix rules. See Phlx By-Law Article X, Section 10-7.
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